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*.*The Bank publishes from time to time in this 
Monthly Review signed articles by exponents of 
different theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles. 


Austrian Economic Development* 
By H. T. N. Gaitskell 
Pe: more than a year now Austria has been the storm 





centre of European politics. The fears and ambitions of 

nations, their rivalries and alliances can be seen mirrored 
most clearly in the struggle for power and influence in Vienna. 
To say that the Austrian problem is a European problem is to 
understate the matter. e Austrian problem is the illus- 
tration, the miniature of the European problem. 

To describe the content of t this problem, either in its 
internal or in its international aspects, is no part of our purpose 
here. Weare concerned in what follows only with the economic 
situation of Austria and the changes which have taken place 
in it, with such prosaic matters as the banking and financial 
position, the statistics of production and employment, the 
movements of prices and the development of foreign trade. 
This economic background has, of course, a bearing on the 
political problem, which it is useless to try to disguise. Hasty, 
over-simplified conclusions should not, however, be drawn. 
Quite apart from the difficulty of making economic prophecies, 
it is certain that in this particular case there are non-economic 
influences of especially great importance which must not be 
under-estimated, which may, indeed, in the absence of striking 
economic changes, prove to be of a far more decisive character. 





* I wish to acknowledge my indebtedness for much of the material contained 
in this article to the monthly reports of the Austrian Institut fiir Konjunktur- 
Forschung and the quarterly reports of the representative in Austria of the League 
of Nations Financial Committee. 
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I 

The difficulties with which every belligerent country had 
to contend as soon as the war was over were for Austria of a 
quite abnormal character. To the general problem of de- 
mobilisation—the transition from production for war to pro- 
duction for peace—was added the peculiar complication of 
adjustment to the situation created by the peace treaties. The 
story is not unfamiliar. Post-war Austria, together with post- 
war Hungary, is really a “ remainder,’’ that part of the old 
Austro-Hungarian Empire which was not allocated to the 
Succession States or ceded to the victorious allies. Now for 
Austria the break-up of the Empire had certain serious economic 
consequences. The territory which she inherited in 1919 had 
been, until then, in what might be called erroneously a parasitic 
relation to the other parts of the Empire. Its visible balance 
of trade must certainly have been a passive one, the deficit 
being covered as usual by invisible exports. These invisible 
exports, however, depended to a considerable extent on the 
fact that Vienna was the capital of the Empire. Money 
flowed to Vienna from the provinces in the form of taxation to 
pay the salaries of the high administrative and judicial officials 
who resided and worked in Vienna ; money flowed in the form 
of dividends and rents to aristocrats who naturally spent a large 
part of their time in the neighbourhood of the Emperor’s 
court; money came with the rich bourgeoisie who were 
attracted by the high cultural and social standards of the city. 
With the break-up of the Empire a large part of these invisible 
exports were cut off. Taxes to maintain the centre of a huge 
administrative apparatus were no longer paid, the lure and 
glitter of the court life had disappeared, many industrialists 
settled down permanently in the neighbourhood of their 
factories in one or other of the Succession States, and came only 
occasionally as foreign tourists to Vienna. Thus to some 
extent at least post-war Austria began her new life with a 
disequilibrium in her balance of payments ; for it is not to be 
supposed that this diminution of incoming funds was com- 
pletely and immediately offset by a drop in imports. 

To this loss of invisible exports, which arose simply from 
the political “‘ new deal,” was added the more familiar loss of 
markets for goods. The Succession States, glorying in their 
newly-found national freedom and fearing any future domina- 
tion or pressure from Vienna or Budapest, hastened to make 
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themselves economically less dependent. What had been a 
great free trade area was broken up into six severely protected 
regions. Inevitably the heavy industries, so important in the 
event of further fighting, came in for special nourishment. In 
Czechoslovakia and Poland locomotive factories sprang up to 
meet demands which Austria had been in the habit of satisfying. 
More notorious and even more important for Austria was the 
case of the cotton trade. Before the war spinning had been 
centred in Austria and weaving in Czechoslovakia. After the 
war a customs barrier was erected between them and an infant 
spinning industry in Czechoslovakia given the protection it 
required. To a large extent the natural market for Austrian 
yarn was in this way destroyed. The policy of protection once 
started grew steadily, each measure in one country bein 

followed by the usual retaliatory or defensive measure in another. 
Trade between the Danubian countries, even in the more 
flourishing period before the depression, made but little 
progress. It declined in the grim years of financial panic and 
exchange regulations to a fraction of its pre-war volume and value. 

For Austria the effects of this protective policy meant not 
only the loss of visible export markets but also a further decline 
in invisible exports. In so far as Danubian trade declined or 
failed to advance, to that extent was the income from freights 
diminished. Not only freights were affected. The whole 
significance of Vienna as a commercial centre greatly declined. 
Companies which had previously found it necessary to have an 
office in Vienna now gave it up and settled down in Prague or 
Budapest. Stock Exchange and financial business, before the 
war entirely in the hands of Viennese houses, slowly began to 

ass to new firms in the Succession States. The Viennese 

anks, it is true, still retained a great deal of influence in central 
and eastern Europe, still acted as a channel for the advance of 
money which flowed from the west. But their old monopoly 
was gone. The founding of central banks in Prague and 
Warsaw and Belgrade led inevitably to the development of 
national banking systems grouped around them.* 

Austria lost revenue and business. This would have been 
easier to bear had the burden of the old apparatus been taken 
from her too. This was not the case. The Austrian State and 
the Austrian banks, and other branches of industry, too, were 





* The new political barriers—involving new currencies—also greatly increased 
the risk of any business of this kind which the Viennese Banks undertook. 
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left with a top-heavy apparatus for which—either in the form of 
salaries or pensions—they were forced to continue to pay. In 
the post-war years the number of pensioners paid by the State 
has been approximately 120,000. This is only slightly less than 
the total number of State employees actually working, excluding 
those employed on the railways. In recent years very great 
economies have been made in the administration of the railways : 
the result is that the number of pensioned railway workers is 
practically as large as the number of those actually working. 
In the same way the banks inherited a staff and a machinery 
far greater than that really necessary to deal with the contracted 
volume of business.* Their costs have, in consequence, been 
quite unnecessarily high. 

Post-war Austria, then, had to deal not only with the 
general problem of adjustment to internal change—the turning 
of the sword into the plough—but was faced also with the 
necessity of filling in some way or other the gap caused by the 
loss of invisible and visible exports. In any attempt to carry 
out these two tasks, she was heavily handicapped by having to 
carry in one form or another the burden of a hopelessly large 
and expensive administrative apparatus. 

Changes in the balance of payments are by themselves in 
no way unusual. Moreover, to some extent at least they bring 
with them their own cure. The reduction in exports is gener- 
ally partly offset by a reduction in imports. Part of the divi- 
dends or wages which no longer come in would have been but 
are no longer spent on imported goods. There is in the case 
of Austria very considerable disagreement about the size of the 
remaining deficit. Sir Walter Layton and M. Rist estimated 
in 1925 that it must be between 220 and 370 million schillings a 
year. M. Rost van Tonningen, on the other hand, the repre- 
sentative of the League of Nations Financial Committee appointed 
in 1931, regards it as being very much smaller—at least between 
the years 1925 and 1929. Theoretically the size is of no very 
great importance. It may be taken as practically certain that 
in most of the post-war years Austria was faced with some kind 
of deficit on her balance of payments on current account. 
For this situation there is, of course, a well-known orthodox 
cure. The central bank can pursue a deflationary policy, and 
by forcing down the internal price-level stimulate exports and 


* This was for a time hidden by the inflation when the demand for employees 
in banking and financial organisation increased enormously. 
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depress imports. This adjustment is always liable to be a 
painful one. The real aim is a reduction of prices in the 
sheltered industries and the forcing of workers and resources 
into the export trades and those which compete with imports. 
To put it in another way, it is a reduction of the real national 
income to the extent that certain resources, which had previously 
been used for home market products, must be used to produce 
exports or goods to replace imports which are no longer available. 

Now it must be said at once that for post-war Austria a 
drastic cure of this kind was quite out of the question. A 
national income, already so meagre, could not be further 
diminished. With a population almost starving, with a 
countryside worn out by war-time demands, with factories, 
machines and railways all in bad need of repair, the further 
sacrifice which the deflation would have involved could not be 
asked for. As in the case of Germany, it was necessary that 
for a time at least the gap should be filled by borrowing: it 
was nece: that the surplus of imports should be lent, rather 
than paid for by reducing the already small amount of 
“ sheltered ” products. Unfortunately the final adjustment was 
in this way only postponed. For unless the imported capital 
is especially directed into the export or import competing 
trades, so that the position of the balance of payments gradually 
alters, unless it is possible in this way to render unnecessary 
any further inflow and, indeed, to begin the repayment of 
principal and interest of the capital borrowed, the day of 
reckoning is apt to come suddenly and unpleasantly. The 
economy will find itself forced after all through the deflating 
process which it at first avoided. Owing to the necessity of 
repaying capital this process may be a very much more severe 
one than it would have been, had it taken place earlier. Un- 
fortunately the very fact that capital is borrowed tends to 
prevent those forces of readjustment, the directing of increased 
resources into the “ foreign trade ”’ industries, which it is really 
necessary to encourage. The inflow of foreign capital makes 
the position of the central bank easier and removes the necessity 
of a deflationary policy aimed at the contraction of the sheltered 
industries. Instead, the original position is maintained: there 
may even be a mild inflation and a movement of resources in 
the reverse direction. 

So much for the theory of capital import. The facts in 
the case of Austria, as in that of other countries, are far less 
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easy to state. As we have already mentioned, the extent of the 
deficit is extremely uncertain. It is true that year after year 
from 1923 to 1929, with the exception of 1925, Austria had an 
import surplus of more than 1,000 million schillings. Reliable 
figures for invisible exports, however, are completely lacking. 
The view that they were insufficient to cover this deficit is borne 
out by an examination of the foreign indebtedness of the 
country at the end of this period. In 1930 the total foreign 
funded debt of the State alone was nearly 2,000 million schillings. 
In 1932, by which time considerable sums had been repaid, 
the foreign debt of the banks was estimated at 940 odd million 
schillings, practically the whole of which had been borrowed at 
short term. A conservative estimate would therefore place the 
total amount borrowed between 1923 and 1930 at between 
3,000 and 4,000 million schillings. It is, of course, true that 
during this period the reserves of the National Bank and the 
foreign exchange holdings of the other banks also increased, 
but not to anything like the same extent. The conclusion 
seems justified that Austria was importing considerable sums of 
capital and in this way balancing a deficit on her balance of 
payments. From the fact that the visible balance of trade 
remained in much the same condition throughout these years 
we are also justified in saying that little advance was made in 
the direction of a permanent solution of the problem of external 
equilibrium. It is the case of the typical capital importing 
country of the post-war decade illustrated also by Germany, 
Australia and certain South American States. 

As is indicated in the above statistics, the capital advanced 
was of two kinds—long-term capital lent to the State and the 
provincial governments, and short-term funds lent almost 
entirely to the banks. It was the latter which was later to prove 
such a source of danger. This was nominally withdrawable by 
the foreign creditors at three months’ notice. But it was lent 
by the Austrian banks to customers, who could not be expected 
to repay in such a short time. The Austrian and German 
banks have always concerned themselves much more than the 
English with long-term industrial investment. This has taken 
the form partly of overdrafts which were always renewed and 
which, although nominally short-term, became in fact frozen, 
and partly of the definite purchase of industrial common stocks 
as at least a temporary investment. This greater lack of 
liquidity is itself to be explained by the simple historical fact 
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that the banks took a greater interest in encouraging industrial 
development, but also perhaps through the ease with which it 
was possible for a bank to increase its liquidity by rediscounting 
bills at the Central Bank. The inflation intensified this 
characteristic. It compelled the banks to purchase Ordinary 
— and real property the value of which later on declined 
greatly. 

A full discussion of the advantages and disadvantages of 
different banking systems is, of course, out of place here. 
Nevertheless, the fact must be emphasised that this close 
connection of the banks with industry was bound in a time of 
depression to be extremely dangerous. In the first place, a 
large proportion of the banks’ assets tended to become frozen ; 
in the second place, a sharp downward movement on the 
Bourse simultaneously reduced the value of other bank 
assets. Finally, the fact that the banks’ deposits consisted to 
such a large extent of foreign short-term loans made it almost 
inevitable that any internal banking difficulties would provoke 
an external crisis. While frozen advances and the holding of 
large quantities of common stocks was dangerous for the bank 
in question, the existence of foreign short-term loans was a 
danger to the National Bank and the whole currency system. 
It meant that as soon as these loans were called in a very severe 
drain on the gold and foreign exchange reserves would set in. 
One final point about the Austrian banking system. The cost 
of its advances to industry has been quite peculiarly high. 
These were naturally affected by the necessity of a high bank 
rate to attract and maintain foreign loans. But it is a fact 
that the actual rate at which firms could borrow money was 
anything from 5 per cent. to 10 per cent. above the prevailing 
bank rate. The space between the rate paid on deposits and 
the rate charged for overdrafts was exceptionally large. This 
was due partly to the greater risk involved in the advance, and 
partly to the high costs of administration. The war and the 
inflation left behind them here a joint legacy. 

Before passing to more recent developments it is necessary 
to mention one or two other characteristics of the “ pre- 
depression ’’ period, if we are fully to understand the back- 
ground of the present-day economic situation. There is no 
doubt whatever that Austria made, at this time, a very definite 
and rapid recovery from the low level of the inflation years. 
The general business index rose from 76 in 1923 to 122 in 1929, 
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that of general production from 84 to 125. The consumption 
goods turnover index moved up at the same time from 58 to 
120, production goods from 98 to 123. In particular industries 
the same phenomenon is apparent. The production of crude 
iron rose from 106 to 144, that of crude steel from 103 to 143. 
The total consumption of coal increased from 7-8 million tons 
in 1923 to 10-3 million tons in 1929. The output of cotton 
yarn rose from 18,000 to 24,000, the output of paper from 
15,000 to 23,000. The figures of foreign trade reflect on the 
whole the same progress. While, as we have already men- 
tioned, the trade dance deficit remained approximately at the 
same high level, the total value of exports rose from 1,627 to 
2,220 million schillings, that of imports from 2,768 to 3,318. 
Towards the end of this period a change in the relative price of 
exports and imports became apparent. The down move- 
ment of raw material prices in the world market was favourable 
to a country like Austria, which imports such commodities 
and exports finished articles. This should have made easier 
the task of adjusting the trade balance, for the same quantity of 
exports now bought a larger quantity of imports. The fall in 
price was, however, offset, as in the case of Great Britain, by an 
increase in the quantity of goods bought. 

The productivity of agriculture, like that of industry, also 
increased very considerably during these years. The total 
wheat harvest rose from 240 million kilograms in 1923 to 310 
millions in 1929; for rye the figures are 400 millions to 500 
millions, for barley 170 to 270, for oats 370 to 450, for potatoes 
1,400 to 2,800. In almost every case this involved a greater 
degree of self-sufficiency, the percentage of total consumption 
supplied out of home production rising by as much as 10 per 
cent. to 20 percent. Itis clear, of course, that this development 
has been very greatly influenced by the deliberate policy of the 
Government. Nevertheless, it is also a tendency which is more 
or less permanent. It must be regarded, too, in part as a 
consequence of the weak position of the balance of payments. 
The replacement of imports by home manufactured goods is 
in general, as we have pointed out above, a necessary part of the 
= which a capital importing country has eventually 
to make. 


* I do not wish to imply that greater self-sufficiency in all agrarian products 
was to be expected but only in those where the difference between home and foreign 
costs was relatively slight. As a matter of fact, protection, subsidies, and tax 
remission for agriculture have been introduced to a quite extraordinary extent. 
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In contrast with these widespread indications of recovery 
there arose ors this period one especially disconcerting 
phenomenon. As production increased unemployment in- 
creased with it. The numbers of registered unemployed, after 
falling from 109,000 to 44,000 in 1924, rose in 1925 to 149,000 
and in 1926 to 176,000. A fall to 162,000 and 156,000 in 1927 
and 1928 was followed by a rise to 164,000 in 1929. The 
numbers of those actually in employment at this time remained 
ee the same, the increase in unemployment being a 

ction of the inability of the ae to absorb the new 
members of the working population. The seriousness of the 
matter will, however, be appreciated when it is realised that the 
1929 figures represent 14 per cent. of all insured workers. 

As in England, so in Austria, the problem of severe and 
chronic unemployment provoked a great deal of discussion and 
enquiry. Many Austrian economists took the simple view that 
the ——n was due to a 20 per cent. rise in the average 
wage level in face of a fall in wholesale prices. Apart from the 
danger of introducing average indices to solve the problem, 
there are two reasons why this conclusion is, as it stands, 
unsatisfactory. First, the fall in prices was much more a fall 
in imported than home-produced goods, a fall in many cases 
in the costs rather than the prices of industrial products. 
Secondly, the fact that production increased very considerably 
during this time disposes of the notion that industry necessarily 
could not afford to pay the higher wages. A closer examination 
of the statistics shows that the unemployment actually grew to 
its maximum for this period between 1924 and 1926. Now 
although the year 1924 was one of crisis and deflation following 
the exaggerated optimism of 1923, this crisis certainly did not 
last for two years. On the contrary, the general business index 
moved upwards, the “ home determined ”’ price level rose and 
production increased. It is, however, also a fact that during 
these years rationalisation, including both the introduction of 
labour-saving machinery and the establishment of monopolies, 
made great progress. It seems more probable that this was the 
main original cause of the unemployment. If, however, we 
enquire why it remained chronic, it seems impossible to avoid 
the conclusion that the high level of wages and perhaps still 
more that of social charges played a very large part. Apart 
from inflationary measures, general unemployment in a capitalist 
economy can be reduced only by an accumulation of capital, 
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which will increase the productivity of labour, or a reduction of 
wages or other costs. Now it is generally accepted that during 
this period, in spite of the figures of rising productivity, Austrian 
industry did not show a high degree of profitability. Accordin 
to a report of 1930 the value of shares quoted on the St 
Exchange fell from 4,147 million schillings in 1913 to 1,342 
millions in 1929, despite the fact that there had been in the 
meanwhile an increase in the capital of 1,605 million schillings. 
Even if we allow a wide margin for the crudity of this reckoning, 
the results are somewhat disturbing and bear out and explain 
the impression of a general lack of enterprise in Austrian 
industry at this time. Individual enterprise, and perhaps the 
savings which are a rather necessary part of it, were probably 
discouraged also by the high level of taxation. Certain taxes, 
—such as the Fiirsorgeabgabe, which was based on the size of 
the wage bill—were particularly burdensome in character. The 
more optimistic picture which was given by the figures of 
industrial production has therefore to be modified in the light 
of the unemployment statistics and the fairly general, though 
less certain, lack of profitability of Austrian industry. Even 
before the storm broke in 1929, the country was still a long way 
from having overcome the difficulties with which it was faced 
at the end of the war. : 

I 


Until the spring of 1931 the economic depression took much 
the same course in Austria as in other countries. In the summer 
of 1929 sharp movements in the various indices began to show 
themselves. Production, which had been rising slowly, turned 
sharply downwards. Unemployment, which had been rising 
slowly, turned sharply upwards. Wholesale prices, which had 
been more or less steady, turned definitely downwards. The 
all-too-familiar symptoms of a general downward movement 
were clearly revealed. For eighteen months the process con- 
tinued steadily. Production fell over 30 per cent., wholesale 

rices 20 per cent. Unemployment increased by 50 per cent. 

he reduction of foreign trade proceeded rapidly: imports 
dropped in two years by more than 1,000 million schillings, 
exports by about 900. The deficit in the balance of trade was 
smaller, but only slightly. In proportion to the total value it 
was larger. The relative price of imports fell still further, and 
for a time the price of inland agricultural products fell rapidly, 
too. In the middle of 1930 further protective measures were 
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introduced and the fall was checked. From then on for at least 
two years agricultural prices rose in relation to industrial. 
Agricultural production, in contrast to industrial, continued its 
upward movement, affected now one way, now the other, by 
harvest variations. For a time taxation receipts continued high, 
but in 1931 the Government expected, and even budgeted for, 
a deficit of some 135 million schillings. The banking position 
remained, however, quiet enough. Rates of interest fell. The 
gold and foreign ex ge reserve rose. 

We have described above the peculiar position of the 
Austrian banks and indicated the theoretical dangers of that 
position. The year 1931 was an object lesson in these matters. 
In May, 1931, it became known that the Credit Anstalt—by 
far the largest of the Viennese banks—had suffered losses— 
losses equivalent to the greater part of its capital. The Credit 
Anstalt was so important, so completely bound up with the 
economic life of the country, that it was considered impossible 
merely to allow it to go bankrupt. The Government therefore 
stepped in and with the help of the National Bank and M. 
Rothschild covered the losses—they were then thought to be 
140 millions. The same three supporters also provided fresh 
capital. The hope, however, that in this way further compli- 
cations would be prevented, was soon shown to be quite vain. 
Not only did the ane crisis continue. It developed into an 
exchange and then into a budget crisis too. For both Austrian 
and foreign depositors continued to withdraw their funds. To 
be able to pay their depositors the Credit Anstalt was forced to 
rediscount bills with the National Bank. In return for the bills 
it received notes. In this way the bill portfolio of the National 
Bank and the note circulation began to rise rapidly. More 
serious still, many foreign depositors began to withdraw their 
funds from Austria altogether, and a strain from this angle 
began to be placed on the reserves of the National Bank. 

The Government attempted to meet the situation b 
guaranteeing all the deposits of the Credit Anstalt, althoug 
these amounted originally to over 1,000 million schillings. 
Furthermore, it opened negotiations with the foreign creditors 
and persuaded them to agree temporarily to a standstill agree- 
ment covering over 400 millions of deposits. Later, arrange- 
ments were made about the management of the Credit Anstalt 
and a new executive committee formed. Economies in the 
personnel of the bank were also promised. But these measures, 
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all of them, no doubt, necessary for the future stability of the 
banking system, did not serve to stop either the withdrawals 
from the Credit Anstalt, the continual increase in the Bill port- 
folio of the National Bank, or the pressure on the gold and 
foreign exchange reserve. The pressure itself was naturally 
increased because of the fear of inflation which the increase in 
the Bill portfolio provoked. To deal with this situation the 
Government finally decided to abolish the free market in foreign 
exchange. After the National Bank had actually refused in 
September to provide further devisen, control was officially 
introduced on Suchen goth. 

Meanwhile, the third group of difficulties, those connected 
with the budget, had also to be faced. During the summer of 
1931 the Austrian Government appealed for advice and 
assistance to the League of Nations and gave an undertaking to 
reduce further expenditure. It was anticipated that the 
expected deficit of 135 millions would be, in fact, increased by 
150 millions, 100 of which were directly due to the assistance 
required by the Credit Anstalt. A supplementary budget was 
introduced in the autumn and certain economies carried 
through. They were, however, offset by fresh falls in receipts 
and the year finally closed with the even larger deficit of 320 
millions. For two reasons the unsatisfactory budget situation 
was dangerous. It naturally increased the fears of inflation 
and therefore, of course, served to weaken still further the 
position of the exchanges. It also strained the cash resources 
of the Treasury to the utmost. From this point of view, as 
from most others, the year had been a disastrous one. At the 
beginning of the year there had been a cash balance of 112 
million schillings and no short-term liabilities. By August 
the cash balance was reduced to 36 millions and there was a 
short-term debt of 250 odd millions. During the next two 
years the strain was to become even greater. For the possi- 
bilities of internal borrowing to ease the situation were for the 
time being almost completely excluded on account of the 
danger to confidence and the already badly-swollen portfolio 
of the National Bank. As it was, it is clear that the increase 
in the note circulation did, in fact, have the expected inflationary 
effect. There was for a few months a definite flight not only 
from the deposits of the Credit Anstalt but also from the 
Austrian schilling. The prices of foreign stocks rose sharply 
and at the beginning of 1932 the quantity of imported goods 
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began to increase—the latter being obtained at that time on 
credit. Nevertheless, the favourable effect on commodity 
prices or production was entirely absent. Throughout the year 
the depression became even more intense and the various 
indices showed no inclination to change their direction. 
Towards the end of 1931 and in the early months of 1932 the 
introduction of exchange control began to exercise its own 
peculiarly disastrous effect on trade. 

It must be admitted that the control system in Austria 
did not have a very long life. After a few months the more 
disastrous regulations were relaxed. Nevertheless, to begin 
with, certain serious mistakes were made. The real trouble lay 
in the National Bank’s attempt to maintain a parity with gold 
which no longer corresponded with the economic situation, 
and the belief that the limitation of imports through exchange 
control would offer an immediate solution. The first measures 
introduced in the autumn of 1931 gave the monopoly of all 
dealings in foreign exchange to the National Bank. All 
existing stocks of devisen had to be handed over to the bank 
and exporters had to pass on to the bank the foreign 
exchange which they received for their goods. Now the rate 
of exchange between the schilling and other currencies at which 
the bank traded was, in fact, the old parity. At this rate 
importers continued to secure the exchange they required, and 
at this rate exporters were compelled to hand over the exchange 
they had obtained. There were, it is true, a few exceptions. 
Exporters who had to import raw material were allowed to 
ay Ae certain proportion of their receipts and it was possible 
in this way to retain a surplus. But in the main exporters were 
not allowed any form of premium. Meanwhile, on account 
of the shortage of devisen, importers had to be rationed and 
certain commodities—especially agricultural raw materials— 
were favoured at the expense of the others. Great efforts were 
made to prevent the less-favoured importers from offering a 
ay 0 for foreign currencies. The purchase of schillings 

or foreign account was even forbidden altogether, so great was 
the anxiety to preserve the appearance of the old parity. 

Even these measures, however, disastrous as they were for 
the mechanism of foreign trade, did not prevent the National 
Bank from losing still more of its reserves. Throughout the 
first six months of 1932 its losses amounted to very nearly 
20 million schillings a month. The combination of this fact, 
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together with the continual complaints of exporters, led to a 
gradual relaxation of the control. As early as February certain 
exporters, who could show thereby that their sales would 
increase, were permitted to sell their devisen direct to importers 
in Austria or to receive payment from the purchasers in Austrian 
schillings. This system developed very rapidly in the second 
quarter of 1932. Importers who could not secure devisen 
officially proceeded to buy it at a premium from exporters who 
had been released from the obligation of selling to the National 
Bank. Once the gap had been made the pressure naturally 
grew more and more intense. For to the extent that exporters 
were allowed to deal in the “ private clearing,’’ the National 
Bank had also to send there as well importers whom it could not 
supply with devisen. Thus there grew up a relatively free 
exchange market in which the schilling was allowed to find its 
natural level and where it settled down at a discount of 20 
to 30 percent. Although it is true that the private clearing was 
and is only sanctioned for transactions connected with the 
purchase and sale of goods, and although restrictions on the 
export of capital remained and still remain, the establishment 
so soon of the free market was an event of first-rate importance. 
Its effects were naturally not to be seen at once, but there is 
little doubt that the recent improvement, to which reference is 
made later, could not have come about without this preliminary 
clearing of the ground. Both because of the mere relaxation of 
control, the far greater degree of certainty introduced thereby 
for traders and also because of the devaluation of the schilling 
which thus became official, this change was the first real step 
on the road to recovery for Austria. It must be mentioned 
that the change was due more than anything else to an intensive 
propaganda campaign on the part of theoretical economists and 
a few business men. 

It was many months, however, before the devastating 
consequences of the events of 1931 had finally worked them- 
selves out. Although throughout 1932 much was, in fact, done 
to improve the position, the economic and financial situation 
was, on the whole, even worse than in the previous year. In 
July the general production index reached a new low record 
and in the same month every blast furnace in the country was 
closed down. Unemployment increased steadily up to Novem- 
ber and foreign trade reached a month later a new low record. 
It stood in December at 36 per cent. of the average of 1923 
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to 1930. Even more significant from the international stand- 
point was the fact that in June the Government felt compelled 
to suspend the transfer of debt service and defaulted on the 
1923~43 L e Loan. As we have mentioned above, the 

National continued to lose foreign exchange throughout 
the first six months of the year and was left finally with a 
reserve which barely covered its own short-term foreign debt. 
In May an appeal for advice was issued to the League, but 
before the special committee appointed to deal with the matter 
had been able to report, the nsion of transfer had become 
an established fact. During the latter half of the year the 
exchange situation was pene Pg very much improved. With 
no debt service to transfer the losses of devisen stopped. 
Indeed, thanks to the rapid development of the private clearing 
system it became anus to accumulate reserves again, and 
in January, 1933, transfer was temporarily resumed. Serious 
as the international consequences of the suspension were— 
especially the fact of default on the League loan—it must be 
said that there was at this time no other choice open to the 
Government. It had taken in April the desperate measure of 
——t entirely the import of a large number of com- 
modities, hoping that in this way the strain on the exchanges 
would be eas It may be argued that the heavy loss of 
foreign exchange could have been avoided had the Government 
introduced the Private Clearing system sooner and not been 
afraid to acknowledge the devaluation of the schilling. It is 
easy to preach after the event. Considering the somewhat 
hysterical atmosphere of 1931 and the fear in Germany and 
Austria that devaluation would inevitably provoke inflation, 
it is easy to see why the National Bank wished to avoid any 
sudden and open declaration on the matter. 

Meanwhile, important progress was made with the clearing 
up of the Credit Anstalt problem. The General Manager, who 
was appointed in January by the new executive committee, put 
peg ely immediately a plan for dealing with the liabilities of 

e 

These liabilities were of two kinds: (1) The debt to the 
National Bank which, as we have seen, had rediscounted 
quantities of bills for the Credit Anstalt during 1931. 
total amount of this debt was more than 600 millions. (2) The 
debt to the foreign creditors fixed at over 400 millions and 
controlled by a standstill agreement. The general form of the 
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new proposal was that the State should take over both these 
debts and fund them, and in this way remove the burden com- 
pletely from the Credit Anstalt. e essential aim of the 
proposal was to ensure the solvency and profit-making capacity 
of the Credit Anstalt, so that the confidence of the population 
in the bank — be restored. After long negotiations 
agreement was y reached in the matter. The general 
outline of the plan was adopted but certain modifications, which, 
in fact, diminished the burden falling on the State, were intro- 
duced. 570 million yw in bills were taken over by the 
State from the National Bank and in exchange for these special 
bonds were given. The bonds were of three different kinds, 
ne different conditions as to repayment, but no immediate 
burden for this purpose. Secondly, the State took over a debt 
of 220 millions owing to the foreign creditors, which it under- 
took to repay over a period of seven years. The remaining half 
of their debt was converted by the foreign creditors into shares 
in the newly constructed Credit Anstalt and the special com- 
pany formed to hold its foreign assets. The other shares in 
the bank were taken over by the Government in consideration 
for the shouldering of the vast burden of debt. In the 
meanwhile, and shortly after the new director took up his 
appointment, the rediscounting of Credit Anstalt bills with 
e National Bank was brought to an end and with it the 
danger of inflation from that direction. Finally the suggestion 
was made, and eventually adopted in July, that at a later date 
the Government should issue an internal loan and use the 
proceeds of this to repay a part of its debt to the National Bank. 
In this way it was hoped to reduce once again the size of the 
note circulation. 
___ The position of the budget was also very greatly improved 
in the course of 1932. With the help of the now almost regular 
supplementary budget, the deficit was reduced to the negligible 
amount of 12 million schillings. This was achieved in spite of 
falling revenues and in spite of the fact that certain earlier 
deficits incurred by the railways were also repaid. No doubt 
one of the chief impulses to economy was the simple fact that 
the cash reserves of the Treasury were at this time almost 
entirely exhausted. In June, partly on account of the failure of 
the railways to meet their debt payments, the shortage became 
so serious that official salaries could not all be paid at the 
beginning of the month but had to be handed over in two 
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instalments.* This brings us to the last important event of 
1932. On July 15th a protocol was signed at Geneva, which 
was drawn up by the ‘i committee appointed to examine 
the Austrian situation. € most important part of this 
protocol was the agreement to float a new international loan 
for the purpose of consolidating the finances of the Austrian 
Government. It was regarded as essential that the short-term 
debts of the State and the railways should be funded and the 
liquidity of the treasury position improved. The Austrian 
Government also agreed to follow u this foreign loan with an 
internal one, the main purpose of which should be the reduction 
of the State’s debt to the National Bank incurred under the 
Credit Anstalt settlement. 
III 


The last fifteen months in Austria have been, financially 
speaking, very much calmer. The excitements have taken 
place in other spheres. It has been a period in which the 
ravages of 1931 have been still further repaired and some of 
the results of these and earlier repairs have come to light. 
The most important event was the floating of the two loans 
agreed upon in the Geneva protocol—the so-called Lausanne 
international loan and the domestic lottery loan. The Lausanne 
loan, subscribed to by Great Britain and France, Italy and 
Switzerland, Belgium and Holland, yielded a net amount of 
185 million schillings net, that is to say, after almost the whole 
of the British section was used to repay the short-term debt of 
£4,000,000 due to the Bank of England. The availability of 
devisen corresponding to the amount of this 185 millions also 
eased the transfer problem so much that it was possible to 
repay the arrears of suspended payments which had accumu- 
lated since June 1932. This did not, of course, cost the 
Government anything more; it simply made possible the 
exchange of schillings for devisen without depleting in any 
way the reserves of the National Bank. As a result of this and 
the repayment of the Bank of England’s advance, the National 
Bank’s reserve became free of any further claims on it on account 
of public foreign short-term debt. The 185 million schillings 
were used, in accordance with the Geneva protocol, to repay 

* In so far as this was not offset by hoarding elsewhere, this measure must 
have increased the velocity of circulation of money, and so had similar efforts to 


an increase in the note circulation. The Government, through shortage of cash, 
was compelled to make use of this disguised form of minor inflation. 
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the floating debt of the Austrian Treasury and the State 
Railways. This was done, however, only on condition that 
those who were thus repaid reduced their own indebtedness to 
the National Bank by a similar amount. In this way the 
possibility of any inflationary effect was ruled out. 

The internal lottery loan issued last autumn yielded 265 
millions, of which, however, only 220 millions were allotted. 
It seems that the greater part of this has not yet been spent. 
Nevertheless, plans for its disposition have been made. It will 
be remembered that the main purpose of this loan was to enable 
the State to repay to the National Bank a part of the debt 
incurred by it on behalf of the Credit Anstalt. This would 
have had a purely deflationary effect. Such was, in fact, the 
intention when the suggestion was first made. It was decided, 
however, to modify this original strictness and to use only 
50 millions for the purpose. On the one hand, the urgency 
of direct deflationary action had somewhat diminished ; on the 
other hand, the cramping effect of this on industry was very 
much feared. Owing to a rather less satisfactory budgetary 
position than had been hoped for it is probable that the whole 
of the rest of the loan will not be used foe public works ; there 
should be for this purpose, however, at least 100 millions 
available. If this is the case the loan may even have an 
inflationary effect. For while any money which is repaid to 
the National Bank by the State would automatically pass out of 
circulation, money spent in public works will certainly not do 
so. As there are signs that a considerable proportion of the 
subscriptions to the loan have been taken from savings deposits 
and hoards, there may, in fact, be an increase in the circulation. 
It is, however, as yet far too early to say whether this will be so. 
The movement during 1933 was certainly in the other direction, 
for the pt pa of the National Bank was reduced by 
some 100 million schillings. Too much stress, however, must 
not be laid on relatively small movements of this kind in either 
direction. They are frequently liable to be counteracted by 
changes in the velocity of circulation. 

One of the most satisfactory features of the Austrian 
economy during recent months has been the stability and 
security of the exchange. There are strong grounds for believ- 
ing that the schilling is now very firmly established ; further 
devaluation seems for the moment highly improbable. In the 
first place the surplus of visible imports has been diminished 
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from 614 millions in 1932 to 376 millions. This would be less 


cause for satisfaction if it were not for the fact that exports 
were actually slightly larger in 1933 than in the previous year. 
Moreover, in the last few months of the year there was an 
upward movement in the foreign trade figures as a whole. In 
the absence of — of invisible exports it is still not possible 
to say whether Austria is importing capital on balance or not. 
But there seems reason to believe that the tide in this matter 
has turned at last. If we turn from current to capital items the 
position is even more satisfactory. In spite of the new long- 
term obligation incurred as a result of the Lausanne loan and 
the arrangements with the Credit Anstalt creditors, the total 
foreign indebtedness increased from 1930-33 only by some 
250 million schillings. The main reason for this is the rapid 
tate at which the earlier loans have been repaid, though the 
position has also been eased by the fall in the value of the 
pound and the dollar. The public short-term foreign debt has, 
as we have seen, been entirely converted. Although exact 
figures are lacking, it appears that the amount of private foreign 
short-term funds still awaiting transfer is now almost negligible. 
The risks, therefore, of any immediate threat to the schilling 
seem to be negligible. The signs are rather that capital has 
been moving towards, rather than away from Austria, a ten- 
dency which was, of course, assisted by the instability of other 
currencies. The strength of the exchange position a 
diminishes any anxiety which might be stimulated by the sti 
unsatisfactory position of the budget. The 1933, in 
contrast to 1932, closed with a deficit of 70 million schillings. 
This was, indeed, less than had been anticipated but large 
enough to cause some concern. Moreover, the recent political 
events and the months which preceded them certainly placed 
additional burdens of a not inconsiderable character upon the 
Government, which are not likely to disappear for some little 
time.* The cash position, on the other hand, thanks to the 
increased liquidity made possible by the repayment of the 
floating debt, has become a great deal easier. 

General economic tendencies are also now more favourable 
than they have been for some time. The increase in exports 
and in foreign trade figures as a whole has already been men- 





* The Government has just announced the imposition of a new “ Public 


Security ” tax to deal with these burdens. It is equivalent to a doubling of the 
crisis Surtax, and, like the latter, discriminates particularly against bachelors. 
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tioned. This is undoubtedly due very largely to the stability 
of the schilling and the existence of a much freer foreign 
exchange market. Certain satisfactory trade agreements have 
also been concluded recently, the Hungarian and Italian ones 
being particularly important. The general production index 
began to move upwards in the middle of 1933 and reached, in 
November, the highest level since the spring of 1931. Particular 
improvement was shown by the crude steel and the textile 
trades. The year 1933 was for Austrian agriculture an 
exceptionally good one, very large harvests being almost every- 
where the rule. This has led, in fact, to a sharp fall in the 
relative prices of agricultural products. Further progress in 
the direction of agricultural self-sufficiency has also been made. 
Less encouraging are the unemployment - In February, 
1933, the number of registered unemployed rose to over 
400,000. Towards the end of last year a slight improvement 
set in which has been maintained, but this cannot be taken too 
seriously in view of the increased numbers enrolled during 
those months in the various reserve police forces. It seems, 
on the whole, that the increase in production has taken place 
without so far involving the extra employment of any large 
numbers. 

For some months now Austria has been out of the wood of 
financial crisis. She has proceeded some little way along the 
road to economic recovery. Whether this progress will 
continue or not depends almost entirely on what is happening 
elsewhere. It depends, above all, on the situation in the 
Danubian and Central European countries. For, in spite of a 
change in the direction of exports away from these regions, they 
remain by far the most important markets for Austria. A factor 
which must be regarded as discouraging—at least from the 
immediate standpoint—is the recent devaluation of the Czech 
krone. The effects of this on the Austrian textile industry are 
already to be seen. The rapid improvement at the close of 
1933 has not been maintained. It is true that the threat of 
exchange depreciation is now less menacing than it once was on 
account of the widespread use of prohibitions and quotas. But 
this is cold comfort in a world which should be trying to 
diminish the barriers to international trade. Another dis- 
couraging factor of an entirely different character lies in the 
age distribution of the Austrian population. During the last 
few years the number of persons in the population has scarcely 
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changed. From 1934 onwards we have to reckon with the 
post-war birth-rates and the numbers available for work will 
increase. It is therefore to be anticipated that the lag already 
noticeable between the movements of production and unem- 
ployment indices will continue. Recovery of a kind may come 
to Austria without the unemployment figures diminishing. 

On the other hand, the devaluation of the schilling and the 
improvement in the balance of payments, for which it must be 
mainly responsible, do seem to indicate that the period of post- 
war external disequilibrium is now over. It is to be hoped 
that the Austrian economy will in the future be able to survive 
without the support of future foreign loans, and that the natural 
and human resources available will be so distributed as to 
maintain a stable equilibrium in the balance of payments. 
If foreign capital should again be invested in Austria on a large 
scale it must be directed with extreme care and applied in ways 
which are in keeping with the general direction of the economy. 
So far as possible the natural inflationary effect must be avoided. 
Austria is a small country so dependent on foreign trade, so 
linked to her past experience, that she cannot afford to take 
risks in the monetary sphere. For this reason progress can 
and will only come slowly. Whether those responsible for 
governing have the necessary degree of restraint, whether 
developments elsewhere will assist them remains still to be seen. 


H. T. N. GArrsKELt. 
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Notes of the Month 


The Money Market.—The money market has been very 
quiet, and rates have remained very steady during the past few 
weeks, There has been a fair demand for money, and the 
rate quoted by lenders other than the clearing banks has 
stiffened slightly from }? to }-% per cent. with the higher rate 
at times predominating. The clearing banks have also at times 
lent a considerable amount of money at their fixed minimum 
rate of 1 per cent. The clearing banks continue to quote 
minimum buying rates for Treasury bills, and at the end of 
April offered § per cent. for May and June Treasury bills and 
}% per cent. for July Treasury bills. The end of March wit- 
nessed the end of the financial year and the termination of the 
—— of heavy revenue collection. During that quarter the 

oating debt had been reduced from £973-9 to £844-7 millions, 
and the Treasury bill issue from £938-7 to £799°8 millions. 
Bills issued by tender to the banks and the money market had 
been reduced by £140-4 millions. During April, on the 
other hand, expenditure has begun to exceed revenue, while 
the Treasury bond repayments on April 16th exceeded by 
£31°5 millions the cash proceeds of the first two payments on 
the new 3 per cent. Funding Loan issue received by that date. 
As a result, the floating debt increased during April by 
£34°0 millions, and the Treasury bill issue by £43-4 millions, 
of which £26 millions went through the weekly tenders to the 
banks and the money market. This increase in the Treasury 
bill issue, however, may not be permanent, for as further 
calls on the new Funding Loan are paid, Treasury bills may be 
redeemed and ultimately the issue of the Funding Loan should 
tend to bring about a further reduction in the floating debt. 
It therefore appears that no rise in short-term money or 
discount rates can be anticipated, and that the supply of 
credit is likely to remain abundant. 


The Foreign Exchange-—The London foreign exchange 
market was also very quiet during April. This, however, is a 
good sign, for the absence of heavy speculation indicates that 
confidence is returning. Another good sign is the slight 
recovery in the French franc, which by the end of the month 
had improved to the point where it became profitable to buy 

old in the London market for re-sale to the Banque de France. 
This means that France is beginning to replenish her gold stocks 
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after her heavy losses of the late autumn and winter. The 
franc also appreciated — the dollar until by April 2oth it 
had become almost profitable to buy gold from the American 
Treasury for shipment to Paris. is at once raised the 
question whether the American Treasury was prepared to sell 
gold or license its exportation, and after a few days of un- 
certainty, which gave rise to culative sales of dollars, it 
became known that oo would be sold at $35 per ounce and 
that its export would be permitted. This implies that the 
United States is for the time being on the gold standard at the 
new parity corresponding to a _ price of $35 per ounce, 
which was fixed last January. e return to gold, however, is 
by no means assured, for the Administration has power to 
suspend gold operations or to vary the parity within the limits 
of 50 to 60 per cent. of the former parity. A from this 
episode, interest has centred mainly upon the reichs- 
mark. Recent events, such as the Reichsbank’s gold losses, 
the unfavourable foreign trade position, public works ex- 
penditure at home, and finally, Dr. S t’s broadcast 
announcement that cash payments on Germany's foreign debt 
could not be continued, have all conspired to impair confidence 
in the reichsmark. A fair test of foreign feeling regarding the 
reichsmark is to be found in the discount on registered marks. 
The supply of registered marks depends upon the extent to 
which foreign short-term creditors of Germany decide to 
exercise their right to take final payment of part of their claims 
in this form of currency, which can only be transferred at a loss 
measured by the discount at which it is quoted. During 
April the discount widened from 30} to 37} per cent., against 
only 20 per cent. at the New Year, and this movement suggests 
that foreign creditors are exercising the right referred to 
above to an increasing extent. 

The Stock Exchange.—In the gilt-edged market the main 
event of April was the issue of the new Funding Loan of £150 
millions of 3 per cent. stock, repayable in 1959-69, at a price 
of 98. This operation probably marks the end of the refunding 
operations which began with the 5 per cent. War Loan con- 
version offer nearly two years ago, and there is no doubt that 
the National Debt has, as a result of these operations, been 
placed upon a much sounder and cheaper basis. The new offer 
possessed several attractions, for fate precautions were 
taken with a view to maintaining the capital value of the stock. 


217 


Still, it marked a definite attempt to transfer the long-term debt 
of the country from a 34 towards a 3 per cent. basis, and the 
reduction in yield was sufficient to prevent the stock from being 
too readily absorbed by the private investor. Existing gilt- 
edged stocks at once responded to the new offer, and im- 
mediately before it went “ ex dividend,” 34 per cent. War Loan 
touched the record high price of 10443. During the last week 
of April, however, there was a slight setback. Foreign bonds 
have been steady to firm, with the exception of German bonds, 
which fell heavily owing to the possibility that interest payments 
in cash would be entirely suspended. Argentine bonds were 
strong early in April, and there is little doubt that Argentine 
credit has improved considerably. The home railway market 
has been hesitant. Traffic returns continue to be encouraging, 
but the market is more influenced by the pressure by the Trade 
Unions for the restoration of the wage cuts of several years ago 
and by the consequent effect upon net earnings. Industrials 
have been very firm, and the budget reduction in the motor 
licence duties occasioned a sharp advance in motor shares. 
Still, on the whole, previous price increases in the industrial 
market had well discounted the favourable news disclosed in 
the budget statement. Rubber shares improved consistently 
during the whole of the month, and the announcement that 
the terms of an international restriction scheme had been 
agreed came as the culminating point of the marked improve- 
ment. Among gold-mining shares, the boom in West Africans 
had clearly been carried much too far, and the relapse which 
occurred in April was long overdue, for the movement had been 

eculative in the extreme. The new taxation proposals of the 

uth African Government created a Pemannen ts impression in 
the Kaffir market, for they were thought to remove certain 
anomalies and to lead to some simplification of the system of 
taxation on the gold mines. Prices, however, were already 
standing very high, and so there was only a moderate 
advance. 

Overseas Trade.—Easter fell in March this year, and this 
makes the trade returns for that month all the more encouraging. 
Compared with March, 1933, imports have risen from £56-4 
to £62-o millions in spite of the interruption of the Easter 
holidays, and imports of raw materials alone have risen from 
£14°1 to £18-2 millions, or by no less than 29 per cent. As 
an expansion in purchases of raw materials is one of the first 
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signs of improving trade, this increase is most encouraging. 
Exports naturally have lagged behind, for between March, 
1933, and March, 1934, they have only risen from £32-6 to 
£33:°1 millions, but re-exports show a notable recovery from 
£4°0 to £5-6 millions. Most of this last increase, however, is 
due to heavier raw wool re-exports at much higher prices 
than were ruling a year ago. The returns for the first quarter 
of the year are summarised below :— 














Increase (+) 
Description Jan.-Mar., | Jan.-Mar., or 

1933 1934 Decrease (—) 
£mn. | £mn. mn. 
Total Imports . 159-2 183-8 +24-6 
Retained Imports om 146-6 168-9 4223 
Raw Material Imports ... 42-3 57-6 +15-3 
Manufactured Goods Imports. 34-8 41-9 | +71 
Total Exports, British Goods . 89-7 | 947 | +50 
Coal Exports... is 7-6 | 74 = | — O02 
Iron and Steel Exports .. 68 | 7-4 + 0-6 
Cotton Exports ... 16-3 | 149 | — 1-4 
British Manufactured Goods Exports... 69-1 | 72-4 | +33 
ihe, mel ove , 12-6 14-9 | + 2-3 
Total Expo — une 102-3 109-6 |§ + 7:3 
Visible Trade Balance ... — 56-9 — 74-2 _- 17-3 





Mainly because of heavier raw material imports, our 
adverse trade balance up to the end of March was £17°3 
millions greater than in 1933. Imports of manufactured goods 
were also heavier than in the first quarter of 1933, but the most 
prominent of the increases in this last category was that of 
imports of non-ferrous metals, which are virtually raw materials. 
Exports of British manufactured goods were practically all 
greater than in 1933, the most serious exception being the 
decline in exports of cotton yarn and cloth. 























Home Reports 


The Industrial Situation 


After the slight feeling of hesitancy noticeable during 
March, industrial reports have once more become very en- 
couraging, and there is no doubt that the budget has had a 
stimulating influence. News from the heavy industries, which 
had experienced the full force of the depression, has become 
particularly hopeful. Comparing March, 1933, with March, 
1934, the output of pig-iron has risen from 332,000 to 504,000 
tons, and that of steel from 578,000 to 830,000 tons. Unem- 
ployment has continued to decline, and at the end of March 
the percentage was lower than it had been since August, 1930. 
The consumption of electric power during March was 16 per 
cent. above the level of March last year, railway goods traffic 
receipts continued to show an improvement, and retail trade 
expanded in value by 5-7 per cent. It is noticeable that 
the recovery in retail trade has now spread to Scotland and the 
North of England, which include some of the most depressed 
areas. The improvement in the building trade is also main- 
tained, both as regards employment and new building plans. 
Wholesale prices have lately been falling slowly, but are still 
7°1 per cent. above their level of a year ago. Raw material 
imports continue to increase, and the general outlook for home 
trade appears very hopeful. Export trade still lags behind, 
but shipping movements ave slightly more active than a year ago. 


Agriculture 
England and Wales.—According to an official report, spring 
sowing was more forward than usual at the end of March, and 
the earlier sown spring wheat was germinating satisfactorily. 
Autumn-sown crops benefited from the rain. progress 
has been made with the preparation of the land for the root 
crops and with the planting of early potatoes. The fall of 
lambs among lowland flocks is a little below normal, but pros- 
cts among the hill flocks are favourable. Pastures made very 
ittle growth during March and are generally backward. 
Supplies of winter keep are getting low, but are expected to 
prove sufficient. Cattle and sheep have continued to do well, 
and milk yields have been maintained. 
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Scotland.—Unsettled weather conditions during April have 
retarded sowing and planting, and the flooding in certain 
districts may seriously interfere with growth. In the produce 
markets wheat has been in small supply and prices have ruled 
firm. Barley and oats have been quiet. Potatoes have met 
with more enquiry at firmer prices. The livestock markets 
have been moderately well supplied. Useful weights of 
bullocks were in request, but other qualities have not been easy 
to sell. Sheep sold at high prices. 


Coal 

Hull.—Business is better, and prices for practically all 
descriptions are higher. 

Newcastle-upon-Tyne.—The Scandinavian Trade Agree- 
ments have proved of undoubted assistance to the district, and 
the Northumbrian collieries, in particular, appear to be better 
sold ahead than for many years past. Graded coal of all 
descriptions is now practically unobtainable. A better tone 
is also in evidence in Durham. Altogether a feeling of 
optimism is slowly replacing the pessimism which has been so 
long in evidence. 

Sheffield—Export trade is moving more freely. Con- 
ditions in the home bunkering market remain steady, and there 
is a fair demand for prompt shipment in all qualities. In- 
dustrial fuels are in good demand, and trade in household 
qualities is normal for the season. 

Cardiff—All classes of South Wales coals are readily 
obtainable at minimum prices. The aggregate volume of new 
business is very disappointing and the competition of Conti- 
nental coals in foreign markets remains extremely severe. 
There is still a very firm market for coke. 

Newport.—Foreign shipments during March show a slight 
decline as compared with the previous month and with March 
last year. Coastwise shipments, however, show an improvement. 

Swansea.—The anthracite market remains irregular, but 
the tone has improved since a to Canada began. 
Bunker throughs are offered very y: 

East of Scotland.—In Fife there has been a sustained 
demand for first-class steam coal at advancing prices, and in 
the Lothians also the position is steady. Washed fuels have 
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become firmer since last month except for trebles and singles, 
and pearls continue in good request. 


Glasgow.—The seasonal diminution in the home demand 
is being felt by collieries in the West of Scotland, which depend 
mainly upon home sales to absorb their output. Producers in 
the East country are, however, still fairly well employed, and 
in the export market washed coals are particularly firm. 


Iron and Steel 


Birmingham.—Trade is as good as at any time this year, 
and rolling mills are working full time. New business shows 
no great development, owing mainly to increased prices. 
Pig-iron is in good demand, and furnaces are in full operation. 
New purchases of foreign pig-iron are low. 


Sheffield —Local works continue as active as ever. The 
first three months of the year have been exceptionally good, and 
there is every prospect of this prosperity continuing. Export 
trade remains difficult but shows slight signs of expansion. 
The scrap position remains firm. 

Tees-side.—New business has not been quite so plentiful 
following the lull caused by the Easter holidays. Still, the 

ition remains strong and iron-masters have good order 

ks. The district has shared fully in the general expansion 
of production, and the output of iron and steel is now 75 per 
cent. greater than a year ago. Consumption of foundry iron 
and hematite iron is maintained. Steel makers have booked 
fair tonnages of rail orders on both home and export account. 
Inquiry for structural steel is encouraging, while re-rollers 
continue to take substantial quantities of semi-finished materials. 
Business in sheets for export is restricted, and little interest is 
being displayed by shipbuilders. 

Wolverhampton.—The demand for iron and steel is well 
maintained. Foundries are well employed, and the demand 
for grey castings is particularly brisk. 

Swansea.—The tinplate trade was working during March 
at about 55 per cent. of capacity, but sales improved slightly. 
Enquiries are better and prices firmer. Conditions in the steel 
trade remain unchanged. 


Glasgow.—The market for iron and steel is quieter, and 
there is a distinct falling away in the tonnages specified in all 
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branches of the industry. Export business is very restricted. 
Makers of heavy steel are receiving their chief support from 
home consumers, chiefly shipbuilders, and considerable 
tonnages of ship plates and sections are being produced. There 
is a quieter demand for sheets, business in which is almost 
exclusively confined to the home market. The tube trade is 
sharing in the general contraction in demand, but outputs have 
not been appreciably reduced. Wrought-iron makers and steel 
re-rollers are very quiet owing to keen Continental competition. 
Pig-iron production has been increased by the addition of one 
more furnace to the number in active blast, making fifteen in all. 
Of these, five are making ordinary iron, four hematite and 
six basic iron, 


Engineering 

Birmingham.—The motor trade has become quieter since 
Easter, and business has not quite reached the volume expected 
at the beginning of the year. The bulk of the trade is still 
confined to the smaller cars and the reduction in the horse-power 
tax is not expected to have an immediate effect on the sale of 
the larger cars. It is understood that export business is good. 
Motor accessories manufacturers are still extremely busy. 
Conditions in other branches of the engineering industry are 
fairly good. 

Coventry.—The motor car industry is in a flourishing con- 
dition, and the budget proposals should encourage it still 
further. The pedal cycle and motor cycle trades are also 
doing very well. The machine-tool trades continue to improve. 


Luton.—Makers of private vehicles are very busy on home 
and export orders. On the commercial side business is very 
good, more especially on lighter models. In hydraulic engin- 
eering business has much improved. The improvement in 
general engineering is being well maintained. 

Sheffield —The improvement in the steel and engineering 
trades has increased the demand for various engineers’ tools, 
and various sections of the tool trade are working at 100 per cent. 
capacity. Home trade in farm and garden tools is good, but 
export business is rather quiet. 


Wolverhampton.—There is a marked improvement in 
constructional engineering and some firms are working at 
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considerable pressure. Motor cycle and pedal cycle makers 
have been busily engaged, and there is every indication that the 
season which has just opened will be satisfactory. The motor 
car industry is also well employed. 


Glasgow.—The outlook for the Clyde shipbuilding industry 
would be very depressing were it not for the considerable 
number of contracts placed during the last quarter of 1933 and 
the first two months of the current year. Enquiries for new 
tonnage have been distinctly scarce, and apart from one or two 
cargo boats no important orders for mercantile vessels are in 
prospect. Clyde builders are relying mainly on Brazil to 
provide them with some contracts for warships in June, when 
the results of the tenders submitted some time ago will be 
made known. New orders for marine engines in the Clyde area 
are disappointing, but makers are well employed at the moment 
on contracts booked early in the year. Makers of auxiliary 
machinery have recently received a fair number of contracts 
for = required for vessels under construction in other 
shipbuilding districts. 


Metal and Hardware Trades 


Birmingham.—The trade in non-ferrous metals continues 
to be satisfactory, and foundries show an appreciable increase in 
business over the last few weeks. The improvement in the 
cold rolled brass and copper section is still maintained. Copper 
and spelter prices are firm. The trade outlook generally is 
brighter and the export market shows good signs of revival. 


Sheffield —The past month has seen still further improve- 
ment in the cutlery trade, and conditions are decidedly better 
than a year ago. There is still an increased demand for 
medium and better quality articles. Trade in sterling silver 
articles continues to improve, and the E.P.N.S. section reports 
increasing business. 





Wolverhampton.—The lock trade shows considerable im- 
provement in all sections, and export demand is better, though 
competition is still exceedingly keen. The edge-tool industry 
is fairly satisfactory. Hollow-ware is in steady demand and 
both the aluminium and enamelled sections are active. 
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Cotton 


Liverpool.—During the past month the market has been 
dull and featureless owing to uncertainty regarding the Bank- 
head Bill, which has been before the Senate. If, as is generally 
expected, the Bill becomes law, a small rise in prices may 
occur, but most operators are of the opinion that this is already 
discounted. A good tone has been recently apparent in 
Liverpool, especially around the 6d. level, and as a result prices 
have remained steady, although showing a loss of about 14 
— on the month. Crop news in the next few months will 

of the utmost importance, cially in view of the proba- 


bility of only a small acreage being returned, but at 
present there is no really outstanding feature. At the moment 
there is no inducement for tive or trade buying. 


Manchester reports restricted trade with a disappointing Indian 
demand. The breakdown of the textile negotiations with 
Japan is more serious than may generally be thought. Japanese 
goods have displaced British to an alarming extent, not only 
in the Far East, but in Africa, South America and Australia. 
In the spot market rather more business has been passing lately 
in the American growths, but elsewhere turnover been very 
limited, with the exception of Brazilian cotton, in which a 
relatively keen interest has been shown. 


Wool 


Bradford.—The price of wool is higher relatively than that 
which can be obtained for tops. Top-makers are consequently 
very reluctant to make concessions and prices are not being 
tested. Export demand is being affected by the German 
embargo on imports. 

Huddersfield—The immediate demand for woollens re- 
mains rather slack. The mills, however, have a good deal of 
work in hand, and manufacturers feel confident that orders will 
improve in the course of a few weeks. 


Hawick.—The Border tweed trade looms continue to work 
much below capacity. It is not expected that there will be any 
reduction in prices at the next wool sales, as the drought has 
seriously curtailed supplies from the Dominions. Hosiery and 
underwear manufacturers report that business remains below 
normal and that there is a good deal of unemployment. Dyers 
and spinners are only moderately active. 
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Other Textiles 
Coventry.—The artificial silk industry is fully occupied. 
Dundee.—There is little activity in any section of the jute 
trade. Raw jute prices are steady, but spinners are finding 
difficulty in maintaining quotations. With Dundee goods 
cheaper than those of Calcutta, any improvement in the 
American situation should be of benefit to the local industry. 


Dunfermline.—In the Fifeshire linen trade home demand 
continues satisfactory and better prices are being obtained. 
There has been a moderate amount of export business, but 
it is felt that a further widening is essential to restore the 
industry to normal conditions. The flax market has been 
quieter, as spinners are reluctant to pay the high rates now 
prevailing. 





Clothing, Leather and Boots 


Luton.—In the ladies’ hat trade business is normal and 
dependent to a great extent on the weather. 


Northampton.—The demand for footwear has been im- 
proving slowly since Easter, and more interest is being taken 
in spring and summer lines. The leather market is firm as 
tanners are not yet disposed to reduce prices. 





Shipping 

Hull.—There is no improvement in freights and there is 
still a plentiful supply of tonnage. 

Liverpool.—In the River Plate section charterings have 
improved considerably owing to movements of the new maize 
crop, and rates have consequently risen. Australian freights, 
although satisfactory, have not been so good, and fruit exports 
have not realised expectations owing to the dry season. 

Newcastle-upon- Tyne.—Chartering is moving very slowly 
and rates are generally low. 

Cardiff—There is a slight improvement in the freight 
market, but enquiry is still poor. There is no sign of any 
advance in rates. 

Newport.—There is an improvement in outward tonnage, 
but freights are at a rather lower level than a month ago. 
The number of vessels laid up has been increased to five. 
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East of Scotland.—At the Forth ports there were over 
twenty vessels awaiting coal shipments at mid-April. A fair 
amount of produce has been coming into the port of Leith 
during the past month, and conditions are a little better. 


Glasgow.—Tonnage is still in limited demand for the 
loading of coal for shipment to foreign countries. There are 
a moderate number of enquiries in the Baltic section. Coal 
shipments are still of good volume. 


Foodstuffs 


Liverpool, grain.—Following some recovery in Plate values, 
there has been generally quiet trading in wheat, prices having 
been fairly steady, but very liberal quantities are now arriving, 
especially in Liverpool. It is reported that Argentina will 
probably dominate the trade for some months, as there is a large 

lus of wheat in that country. Prices for maize were well 
maintained until the end of March, when they became distinctly 
easier, due in some measure to an increase in supplies from 
Danubian and Russian ports. The home consumptive demand 
continues disappointing. Apart from a slight improvement in 
demand due to the Easter trade, the market for home-milled 
flour has been very quiet, with both spot and forward prices 
unchanged. Imported flour is somewhat neglected and ship- 
ments of Continental flour have declined. 


Liverpool, provisions.—The prices of Continental bacon 
have been reduced, owing more to the lack of demand than to 
any increase in supplies. American hams were quiet and 
scarce. Lard was in large supply at lower prices. The trade 
in butter was steady throughout the month at practically 
unaltered rates. The heavy consumption of Empire descrip- 
tions continued, due to the moderate retail prices now being 
quoted. The demand for cheese was poor with plentiful 
supplies. The low prices for Empire products, owing to the 
surplus milk supplies, had the effect of depressing values for 
the imported varieties. There was little or no change in 
the canned goods section. 


Fishing 
Brixham.—Landings for March were slightly less than the 
previous month. Prices were steady. Three sail trawlers 
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were withdrawn from commission after suffering heavy losses 
of gear through fouling war wreckage. Motor trawlers did well. 


Lowestoft.—The worst herring fishery on record in Norway 
for a quarter of a century stimulated production in British 
waters at a time when the herring fishery is of little account. 
The inability of the Russians to find supplies of pickled herrings 
in Norway or Great Britain caused them to turn to Holland, 
where the surplus cure of 1933 was purchased. 


_ Penzance.—Mackerel fishing has been fairly good and 
— remain firm. The demand for ray and skate is keen. 
ine fishing has also been very good. 


Scotland.—The winter herring fishing on both the East 
and West Coasts terminated in the middle of April, after the 
most successful season for a number of years. Hopes are 
entertained that this may be the precursor of more prosperous 
times. The line fishing round the Coast has been interrupted 
by stormy weather, and catches have been light with high 
prices prevailing. 


Other Industries 





Carpet-making.—Kidderminster reports that carpet manu- 
facturers are in most cases very busy, especially in spool 
Axminsters and piece-goods and the cheaper qualities of 
chenille squares. Narrow Wilton looms are not working at 
their full capacity. Trade with Holland and Scandinavia is 
brisk, and Australian orders are coming in freely. New Zealand 
has not yet recovered from the depression. 


Paper-making and Printing —The improvement in the 
Edinburgh paper-making trade has continued, and in the case 
of the esparto mills, at least, output is almost up to capacity. 
Prices are still on the low side. The printing trade is also a 
little better, and prospects for the summer are fairly good, 
particularly on the commercial side. 


Timber.—Hull reports that after a period of considerable 
activity the demand has weakened and orders have conse- 
quently suffered. Owing to the depleted stocks in the port, 
purchases for May shipment are thought to be heavier than 
usual, and an early season is indicated. 
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Overseas Reports 
Australia 
From the National Bank of Australasia Limited 


Trade activity is well maintained, largely through the 
stimulus of the rapid sale of this season’s wool clip at an average 
price of about 84 per cent. above that of the previous season. 
Any further improvement is thought likely to be slow, unless 
wheat and butter prices rise. looue weather conditions 
have provided a favourable opening for the new season’s 
— and agricultural production. There has been a 
avourable overseas trade balance of £33 millions sterling for 
the eight months ended February last. Wool shipments for 
this period amounted to £36 millions sterling, and imports 
averaged under five millions a month. March should also 
return a favourable balance, but the position for the ensuing 
quarter is largely dependent upon the price of wheat. 


Canada 
From the Imperial Bank of Canada 


The official economic activity index number has risen to 
95, compared with 69 a year ago. Factors contributing to 
this improvement are the rise in high-grade bond prices, heavier 
railway traffics, the reduction in unemployment, a moderate 
revival in construction, a record output of hydro-electric 
power, increased automobile sales, some expansion in steel 
production, and the recovery in external trade. Gold produc- 
tion is prospering owing to the recent rise in the price of gold. 
The outlook for farmers is becoming more hopeful, owing to 
the improvement in the general business situation. Wheat 
acreage in Western Canada is being reduced, and fodder crops 
are being substituted for wheat in many districts, as the rearing 
of livestock is beginning to prove more profitable. The 
dominating factors in the approaching harvest will be the yield 
acre and the threatened plague of grasshoppers. The 
ederal and Provincial Governments continue to search for 
a satisfactory solution of the wheat surplus problem, but the 
— moderate improvement in prices has already assisted 
armers, 
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India 

Bombay.—Cotton prices have been subject to fluctuations, 
but on balance have become easier. Japanese buyers, after 
displaying some interest in Broach varieties, suddenly withdrew 
from the market. Trade in piece-goods has been very quiet. 
Manchester prices appear high, and fresh business is very 
difficult. Japanese goods continue to move, and retail enqui 
for prints has been more encouraging. There is only as 
demand for grey goods. Sales of local goods have been 
checked by the fall in raw cotton prices. 


Calcutta.—The loose jute market was quiet and business 
was limited, but lack of rain for new crop sowings caused sellers 
to be reserved. There has been a quiet but steady market in 
baled jute. 


Rangoon.—There has been a glut of rice in Indian 
rts, and prices are extremely low in an overbought market. 
ere has been some enquiry for timber, but very little business 

has resulted. No improvement has taken place in hardware, 
and it is evident that the spring season is a definite failure. 





Irish Free State 


The drought has now broken, and recent rains have done 
much to speed up growth and facilitate farm work. Livestock 
markets remain very unsatisfactory, largely owing to the 
restrictions on trade with Great Britain. Demand at the 
moment is mainly for store cattle, and here market conditions 
are very bad indeed. 





France 
From Lloyds & National Provincial Foreign Bank Limited 


The publication of special decrees involving economy 
measures has been the principal event in internal politics 
during the last few weeks. Figures for the first two months 
of the current year show that imports amounted to Frs.4,365 
millions, compared with Frs.5,198 millions last year, while 
exports at Frs.3,024 millions compare with Frs.3,038 millions 
a year ago. The adverse visible balance is thus only 
Frs.1,341 millions, against Frs.2,160 millions for the corre- 
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sponding period of 1933. Stock Exchange prices have recently 
improved, and show that the market is sound and ready to take 
advantage of any strengthening of the general situation. 


Bordeaux.—The wine trade continues very quiet, but 
there has been some activity in the resin market with quotations 


gradually giving way. 


Le Havre.—The lack of activity in the coffee market 
continues. Still prices remain steady, and the undertone is 
firm with buyers in evidence on any substantial fall in quotations. 
The outlook is helped by news of successful negotiations for 
a new agreement with Brazil. The cotton market remains 
steady, but demand from spinners is small. Spinners in many 
districts report that they are only working four to five days a 
week, and many Normandy mills were closed for seven or 
eight days at Easter. 


Lille—The price of flax yarn has not followed the rise in 
Russian flax, and unless the situation improves, several firms 
are likely to close down for a time. Business in cotton yarns, 
cotton fabrics and linen does not improve, and cotton spinners 
are experiencing some difficulty in preventing stocks from 
accumulating. 


Marseilles —The market in foreign groundnuts has been 
very quiet, while the imports of French Colonial nuts have 

tly exceeded crushers’ requirements, and prices have 
declined. The copra market is heavy, and prices have fallen, 
Very little business is recorded in olive oil, but stocks are 
abnormally low and prices have improved. 


Roubaix.—The position of the textile industries is worse 
than it has been for years, and the outlook is very discouraging. 
Wool-combers are being seriously affected by the German 
embargo upon the importation of raw wool and tops. Combers 
have hitherto been relatively prosperous, but if the German 
embargo remains in force for long, they will suffer just as 
severely as spinners and weavers have been suffering. The 
receipt of orders for the winter season may bring some 
temporary improvement, but no permanent change for the 
better is expected. Unemployment is increasing and more 
mills are either working short time or closing down indefinitely. 
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Belgium 
From Lloyds & National Provincial Foreign Bank Limited. 


Brussels—Coal exports to France appear to have improved 
in view of the summer bonus of Frs.15 maximum, but the 
demand for industrial qualities is influenced by British and 
German competition. Business in iron and steel is more active, 
orders being mainly for semi-finished products. Competition 
from Japan is continually increasing. 

Antwerp.—The general tendency of markets continues 
dull. Coffee dealings are restricted to a minimum, and textiles 
and wool prices are easier. The diamond industry is particularly 
depressed. The returns of arrivals and departures of shipping 
totalled 20,000,000 tons in 1933, against a record total of 
24,000,000 tons for 1929. British, German and Dutch vessels 
predominated. 


Germany 

A further improvement in business took place during 
March, and the number of unemployed fell from 3,373,000 
to 2,799,000 during that month. At the end of March, 1933, 
the figure stood at 5,599,000. Further progress was made by 
the iron and steel industry, and by the textile trades, while 
car-loadings rose from 111,900 per day for the week ended 
March 5th to 116,100 per day for the week ended April 7th. 
The official index of production has risen by 25 per cent. 
during the year ended February, 1934. Owing to a big increase 
in exports of manufactured goods, Germany had a small 
export surplus in March, whereas in January and February 
she had an import surplus. 


Holland 


To judge from recent company reports, the imposition of 
quotas has apparently had a favourable influence. There 
were improvements in certain prices, and also a decline in 
unemployment. A further decrease in unemployment should 
follow the inception of public works schemes, for which the 
Government has requested a vote of Fl.60 millions. The 
Government are also engaged in negotiating trade agreements 
with a number of countries, while a bill has been introduced to 
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empower the Government to alter import duties. Means are 
also under consideration for the setting up of exchange clearing 
systems to be _— to countries which are restricting foreign 
payments. At home, every effort is being made to reduce 
costs. Civil service salaries have already been lowered, and 
attempts are now being made to reduce rents. Recent debt 
conversion operations should also assist in this direction. 
These include the recent conversion of Fl.goo millions of 
public debt on to a 4 per cent. basis. This was the biggest 
conversion operation in the history of Holland and proved a 
complete success. The conversion of a further Fl.700 millions 
of Dutch East Indies loans is expected. Some degree of 
equilibrium has now been established in iculture as the 
result of extra levies on behalf of several branches of that 
industry. Shipping remains very depressed, but some Dutch 
ship-builders are well employed on foreign orders. 


Norway 
The trade returns for the first quarter of the year are as 
follows, all figures representing millions of kroner :— 


March First Quarter 

1933 1934 1933 1934 

Imports ... «- 58°2 69-6 152°8 181-6 
Exports ... .-- 46°6 50°6 140°2 145°3 








Import Surplus ... 11-6 19°0 12°6 36°3 


March witnessed a slight decrease, from 686,484 to 660,594 
tons, d.w., in the quantity of idle tonnage. There has been a 
substantial improvement since the end of March, 1933, when 
the total laid up was 1,226,170 tons d.w. The new official 
index number of industrial production (based on January- 
June, 1933 = 100) gives figures of 102-2 for February, 1933, 
and 106-0 for February, 1934, the latest month for which the 
figure is available. The highest figure was 108-2 for November, 
and the lowest was 80-9 for July, 1933. March witnessed 
a definite decline in unemployment to 42,000 against 43,559 in 
the preceding month and 42,437 in March of last year. The 
Storthing has given the Government power to guarantee up 
to 75 per cent. of the invoice price all sales of Norwegian 
products to foreign countries on credit terms. The total amount 
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of the guarantee fund is limited to Kr.30 millions, of which Kr.5 
millions are to be reserved for sales of fish and herrings. 
Whale oil production in the Antarctic for the 1933-34 season 
is returned at 2,358,000 barrels, compared with 2,456,000 barrels 
in the preceding season. So far no sales of any importance have 
been made. 


Sweden 


_ The trade returns for the first quarter of the year are 
given below in millions of kroner :— 





First Quarter 

1933 1934 
Imports ha ae 246-4 288 - 4 
Exports om én 187-2 238-9 
Import Surplus wi 59°2 49°5 


Sales of wood goods to April 15th amounted to 560,000 
standards, or to more than half the normal sales for the whole 
season. Sales have lately fallen away, as buyers are well 
stocked, but consumption remains active and the outlook is 
promising. Business in wood pulp has also become dull, but 
Swedish sulphate and sulphite mills have already sold about 
75 per cent. of this year’s production. Sales are already being 
made for 1935 delivery, but the instability of the dollar is 
pooving a deterrent to forward business. Prices are firm. 

he paper trade is more hopeful. Makers of newsprint are 
believed to have sold 75 per cent. of their annual output. 
Demand for kraft paper is declining, and “ Scankraft,” the 
combination of makers of this class of paper, are restricting 
output by 10 per cent. instead of 5 per cent., and have also 
raised their prices. 


Denmark 


While the threatened general lock-out was averted by the 
mediation of the State Arbitrator, strikes have broken out 
among the seamen and slaughter-house hands. Every attempt 
is being made to minimise their effect upon the export trade 
in bacon and other commodities. Unemployment continues 
to decline, the latest figure being 100,208, compared with 
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155,400 a year before. March witnessed a serious fall in the 
prices of butter and bacon. Butter has fallen by Kr.16 to 
Kr.127 per 100 kilogrammes which is the lowest price yet 
recorded, while bacon has fallen from a peak figure for the 
year of Kr.164 to Kr.138 per 100 kilogrammes. The British 
bacon import quota has been temporarily increased by 3: 2 per 
cent., equivalent to an additional 2,500 swine per week for 
the next four months. Changes have been made in the 
constitution of the National Bank, as the shareholders have 
been given State-guaranteed bonds in exchange for their 
shares. The Government will continue to have some influence 
upon policy, but this influence will, as in the past, be kept 
within certain limits. 


Switzerland 


From Lloyds & National Provincial Foreign Bank Limited 


During March, the Swiss franc was at the export gold 
point in terms of the French franc, and a certain amount of 
gold was lost to France. It is thought that these losses arise 
from the repatriation of foreign capital which had previously 
found refuge in Switzerland. Official declarations are to the 
effect that every effort will be made to keep the budget balanced, 
to maintain the gold standard, and to keep the Swiss franc at 
parity with the other gold currencies. 





Spain 

The 1932 issue of 500 million pesetas of 54 per cent. 
Treasury Bonds has been renewed for a further two years at 
5 percent. At the same time the Spanish Mortgage Bank has 
reduced its rate of interest for mortgage loans from 64 to 6 per 
cent. To alleviate the widespread unemployment, the Govern- 
ment is considering a building programme with a view to 
rehousing all State services throughout Spain, at a cost of 
1,000 million pesetas. Schemes are also under consideration 
for the building of secondary roads, the reorganisation of the 
air services and the extension of electricity supply to rural 
areas. The railways have been authorised to increase rates 
by 15 per cent., to cover any deficit in working expenses and 
the ordinary debt service. This increase is announced as a 
temporary measure, and within two months a Transport Bill 

















ee Sees see 


235 


will be presented to the Cortes defining the legal position 
between the State and the railways, and co-ordinating rail 
and road services. Legislation is also to be introduced for the 
settlement of strikes by compulsory arbitration. 


Morocco 


From the Bank of British West Africa Limited 


Excellent rains are reported from all parts of Morocco, 
but trading conditions show little change and business still 
displays its seasonal quietness. The outlook, however, remains 
promising, and good crops are expected. The new normal- 
gauge railway, connecting the systems of Morocco with Algeria 
and Tunisia, was opened for full traffic on April 15th. 


The United States 


According to all reports, the recent Easter trade has been 
the most successful for many years. Car-loadings on the rail- 
roads appear to have passed a seasonal peak, due to the normal 
decline in coal movements, but the returns for the first quarter 
of the current year give a total of 7,545,648 against only 
6,249,295 for the first quarter of 1933. The sugar market has 
been dull, and Cuban offerings have caused prices to weaken. 
A bill has been introduced into Congress providing for domestic 
quotas of 1,550,000 tons of beet sugar and 260,000 tons of 
cane sugar. Shipments from the Philippines and Puerto Rico 
have been 40 per cent. above those of last year, but imports 
from Cuba have been 10 per cent. less. Home consumption 
for the first two months of 1934 showed an increase of 8 per 
cent. over the same period in 1933. Non-ferrous metal prices 
have stiffened. Pig-iron production rose from 45,131 tons a 
day in February to 52,243 tons a day in March, while during 
March steel mills worked at 47-8 per cent. of capacity, against 
42°75 per cent. in February. There has been a good demand for 
rails, and following a 10 per cent. increase in wages, prices of 
all steel products were raised on April roth. Many automobile 
manufacturers have also raised the retail prices of their cars, 
but Mr. Ford has stated that he has no intention of making 
any increase. The raw cotton market has been quiet, but New 
England manufacturers report a considerable increase in activity. 
The main reason for this lies in the application of the N.R.A. 
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labour codes to the industry. Previously the normal wage-rate 
for cotton operatives was $13 a week in New England, and 
only $6 to $7 a week in the South, but the minimum rate under 
the code is $12 a week in New England, and $11 a week in 
the South. This narrowing of the margin is bringing business 
back to New England. 


apan 


The foreign trade returns for March were as follows, all 
figures representing millions of yen :— 
March, February, March, 











1933 1934 1934 
Imports... .. 185-0 176-0 206°0 
Exports... ws =: 144°0 158-0 175°0 
Import Surplus ... 41-0 18-0 31°0 


Export trade in general continues to improve, and the 
a surplus for the first quarter of 1934 is 61 per cent. 
below the corresponding 1933 figure. Exports of rayon yarns 
have lately been very good, but trade in cotton and silk yarns 
has been rather quiet. Progress is being made with plans for 
regulating exports of pencils and cycles. The spot exchange 
rate on New York has been maintained at about $30 per 
too yen, but on April 4th the official rate for forward was 
raised to $30}, while the rate on London was lowered 
fractionally to 1s. 2d. This is the first change in the sterling 
rate for about four months. 
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Banking 
1. BANK OF ENGLAND 
| Issue Department. | Banking Department. 
Date. | l 2a . : 
| Gold. | Notes in | Reserve and | Bankers Govt. | Discounts 
| circulation.|| Proportion. | Deposits. | Securities. |&Advances. 
a Per 
1933. £ mn. £ mn. £ mn.) cent. £ mn. £ mn. £ mn 
April 26... w+) 185-9 371-9 | 74-9 | 50-3 100-9 68-5 11-6 
1934. I 
March 28 191-1 378-8 || 73-4 | 49-2 94-5 77-1 5-6 
April 4... 191-1 381-8 || 70-3 43-8| 110-9 92-1 5-7 
April 11... | 191-2 | 377-1 75-0 | 47-8| 103-9 | 84-0 5:4 
April 18.. 191-2 373-9 78-2 | 49-9 103-4 79-5 5-4 
April 25... 191-2 373-7 | 7° 4 | 51-4 99-5 75°7 5-3 
2. LONDON CLEARING BANKS 
| 
De- | Accept- | Call . | Invest- Ad- 
Date posits. | ances. | Cash.* | Money. Bills. | ments. | vances. 
1} | 
1933. £mn. | £mn. || £mn. | £mn. | £mn. | £mn. | £ mn. 
March... oes «-+|| 1,925-1 95-8 || 247-1 108-7 | 348-1 610-2 766-2 
October ..|| 1,950°8 *5 |) 265-1 89-2 | 342-9 | 559-4 747.5 
November ../| 1,928-0 | 114-0 259-9 98-6 | 317-1 | 569-0 | 737-3 
December... ../|1,941°3 | 116-3 || 263-6 | 119-5 | 311-3 | 564-6 | 735-6 
1934. 
anuary ie + 1,920°5 | 116-8 || 268-6 | 129-7 | 284.3 | 557-6 | 734-6 
—s ave ..-/ 1,867°3 | 118-0 || 252-3 | 117-5 | 249-8 | 560-1 | 741-9 
March cod ...|| 1,830-6 | 112-8 262°4 | 120-4 | 202-1 | 547-1 | 753-0 
* Includes balances with other banks and cheques in course of collection. 
3. LONDON CLEARING BANKS 
CURRENT, DEPOSIT AND OTHER ACCOUNTS 
le Be Lp current le | re La current 
urrent posit Accounts as urrent | Deposit Accounts as 
Date. | Accounts. Accounts.| oo Tout | | Date. “Accounts. Accounts. Percentage 
| of Total. | | of Total. 
Average.| £mn. | £ mn. % || — 1933. Smn. | £mn. % 
1 798 54-1 March ... 936 935 50-0 
1930 921 820 52-9 | fom ns 950 939 50-3 
1931 895 804 52-7 || ine 962 938 50-6 
1932 867 883 49-5 June 1,006 942 51-7 
1933 978 930 51-3 || July 993 933 51-5 
August ... 990 928 51-6 
| | September 989 | 924 51-7 
| October ... 983 916 51-8 
|| November 980 905 52-0 
December 1,015 900 53-0 
| 1934. 
January ... 974 893 52-2 
|| February... 931 881 51-4 
| March ... 910 880 50-8 
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Money, Exchanges and Public Finance 





1. 





LONDON AND NEW YORK MONEY RATES 
























































| 
| Lonpon. | New York. 
90 Days’ 
Pate | Bank | 3.Months'! Day-to- | .Re- | “eligible | _ Call 
Rate. | - day discount | Bank ac- | Money. 
| te. Loans. Rate. | ceptances. 
1933. I Per cent. | Per cent. | Percent. | Per cent. | Per cent. | Per cent. 
April 26 | 2 | ts 1 | 3 see 
1934 | | | 
March 28 | 2 | i—tt 1}; > t s 
April 4 2 | #— 1 ly 3 1 
April 11 2 | 4-1 i-1 ly Daa 
April 18 2 — ; y i } 1 
April 25 2 13 il | #1 } 2 
i| H | 
2. FOREIGN EXCHANGES 
London | Par. — Sree — os - 
oa | April 26. Mar. 28.| April 4. April 11. April 18.|April 25. 
| | } 
New York... | $4-866 | 3-794) 5-10} | 5-154 | 5-163 | 5-133) 5-14 
Montreal - | $4-866 || 4-39h) 5-10} | 5-153 | 5-143 | 5-12}| 5-123 
Paris ... || Fr, 124-21 | 87% | 7788 | 78th | 78yy (| TTR | 77H 
Berlin ... | Mk. 20-43 || 15-023) 12-87 | 13-00 | 13-07 | 13-03 | 13-044 
Amsterdam ...|| Fl, 12-11 | 8-56) 7-58¢| 7-64$/ 7-63 | 7-58 | 7-564 
Brussels | Bel. 35  —|,--:24-64$/ 21-90 | 22-10 | 22-05 | 21-97 | 21-90 
Milan ... Li. 92:46 | 663, | 5944 | 593% | 60% 60t 604, 
Berne ... Fr. 25-22} || 17-844) 15-81 | 15-96 | 15-94 | 15-86 | 15-804 
Stockholm ... | Kr. 18-16 | 1934 | 19-39 | 19-39 | 19-40 | 19-40 | 19-40 
Madrid | | Pras. 25-225 | fe | Sie | STH STR | 37 37% 
Vienna . | Sch. 34-58} | 33* || 28° 28* | 28* 28 28* 
Prague we || Kr. 164-25 || 115/123 1244 124 123 123 
Buenos Aires ... | 47-62d.|| 41f | 368¢ | 36bt | 368 | 364t seit 
Rio de Janeiro | 5-aod.| St | 4¢¢ | ait | 44¢ | 4at | 44 
Valparaiso ... | Pes. 40 | 63-O0t, 50-O0| 50-50} | 50-40} | 50-20} | 50-00 
Bombay... | lsd. | 18, 18% | 18% | 18% | 18%, | 184 
HongKong ..|| —d | 16 | 18 |18 | 18 |18 | 17 
Kobe... || 24-57. | 1/3) 1/24, | 1/25 | Made | 1/2ty | 1/2dy 
Shanghai .| =. 143, 164 16% | 16t 6} 15} 
* Nominal. t Official rate. 
3. PUBLIC REVENUE AND EXPENDITURE 
| To To | gg | To 
Revenue. April 21, April 22, || Expenditure. April 21, April 22, 
| 1934, | 1933. | 1934. | 1933. 
| — 
| £mn. | £mn. | £mn. | £mn. 
Income Tax -| 88 10-0 | Nat. Debt Service... we | 22-9 20-5 
Surtax -| 24 2-4 | Northern Ireland Payments... _ — 
Estate Duties 4-2 4-1 | Other Cons. Fund Services...| 0-2 0-2 
Stamps ... .| 0-2 0-4 | Supply Services ...  ...| 21-0 | 22-7 
Customs... | 99 9-5 | Ordinary Expenditure 44-1 43-4 
Excise ... ...| 7-3 7-7 | Sinking Fund ee 0-2 
Tax Revenue - | 33-3 34-5 Self-Balancing Expenditure... | 4-2 4-1 
Non-Tax Revenue | 5-7 3-3 | Payments to U.S.Government| — _ 
Ordinary Revenue | 39-0 | 37-8 | 
Self-Balancing | 
Revenue 4-2 4-1 | 
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1. PRODUCTION 













































































Date. Coal.* Pig-Iron. Steel. 
1933. | Tonsmn. | Tons thou. Tons thou. 
March ~~ een 4-5 332 578 
| | 

October ... 4-2 373 668 

November | 4-4 375 695 

December... ‘oe 4-5 409 669 

1934. 

January ... ... 4:7 441 711 

February ... 4-8 414 707 

March .... 4-6 | 504 830 

e —— weekly figures for month. 
2. IMPORTS 
i Raw | Manufactured | 
= Date. Food. Bieterisis. | Goods. Total 
1933. I £ mn. £ mn £ mn. £ mn. 

March ... 29-2 14-1 12-8 56-4 

October l 32-3 15-0 14-2 61-8 

November I 32-0 17-0 14-5 63-7 

December 30-3 18-9 13-6 63-2 

1934. 

January l 29-1 21-3 13-9 64-7 

February ot 25°6 18-2 13-2 57-4 
a | 28-7 18-2 | 148 62-0 

3. EXPORTS 
} 
Date. Food. a PO a | Total 
1933. ! £ mn. £ mn. £ mn. £ mn 

March ... | 2-3 3-8 25-4 32-6 

October 2-8 4-3 26-1 34-1 

November 2-9 4-3 25-7 34-4 

December . 2:4 3-6 22-6 30-4 

1934. 

January . 2-6 3-9 24-2 31-6 

February 2-6 4-0 22-7 30-1 
ch... H_ 23 4-1 25-6 33.2 

4. UNEMPLOYMENT ee 
Date. ! 1928. 1929. 1930. 1931. 1932. 1933. | 1934. 
\ : 

End of— i Per cent.| Per cent.) Per cent.) Per cent.| Per cent.| Per cent.| Per cent. 
January... ... || 10-7 | 12-2 | 12-6 | 21-5 | 22: 23-1 | 18-7 
February | 10-4 12-2 13-1 21-7 22-0 22-8 18-2 
March ... we | 95 10-1 | 14-0 21-5 20-8 22-0 17-3 
April ... «|| 9-5 9-9 | 14-6 | 20-9 | 21-4 | 21-4 
May... ae 9-9 15-3 20-8 22-1 20-5 
June | 10-7 9-8 15-4 21-8 22-3 19-5 
July | 11-6 9-9 16-7 22-6 22-9 19-6 
August .. | 11-6 10-1 17-1 22-7 23-1 19-2 
September |} 11-4 10-0 17-6 | 23-2 22-9 18-4 
October “ } 11-8 10-4 18-7 | 21-9 21-9 18-1 
November... || 12-1 | 11-0 | 19-1 | 21-4 | 22-2 | 17-9 
December we || 11-2 11-1 20-2 | 20-9 21-7 17-6 

Percentage of Insured Workers. 
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Prices 
1. WHOLESALE PRICES (average for month) 

Index Number (Sept. 16th, 1931= 100). 


| 








Date. 


U.K. U.S.A. France. | Italy. | Germany. 





1933. 
March ... es ro oon 99-3 81-3 
October ‘ie on -» | 105-5 103-8 
November ... os -- | 105-2 104-0 
December... ase nes 105-4 104-0 

= | 107-7 | 104-8 
soouiey one ove oe | 109-5 106-9 
March.. a = sian 107-7 107-7 


—hihwms . .t mee 107-3 
April lst week ose we 106-8 ° 
April 2nd week ose — 107-2 
April 3rd week one we 106-3 
April 4th week ‘in ies 106-9 
Sources: U.K., “ Financial Times"; U.S.A., Irving Fisher; France, Statistique 
Generale ; Italy, Italian Chamber. of Commerce ; ; Germany, Statistische Reichsamt. 
2. RETAIL PRICES (end of month) 
Rent Fuel Other | All 
Date. Food. (including | Clothing. and items items 
rates). Light. included. | included. 
51 | 115-120 | 65-70 80 | 64 
52 110-115 75 80 } 57 
75 75 | 44 
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The — represent the percentage increase above July, 1914, which is equal to 100, 
3. COMMODITY PRICES (average for month) 


| 








Wheat, Wool, | Pig-Iron,| Tin, 
4 i 64's Cleveland | Standard | Plantation 
tops avge.| No. 3. Cash. 





per lb. per ton. 
d. s. d. 
21} 62 6 
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It is not necessary 
to burden a friend or 
relation with the 
responsibilities of an 
Executor or Trustee. 


This Bank’s Executor 
and Trustee Department 
carries out these duties, 
and affords a continuity 
of service combined 
with expert advice. 





FULL PARTICULARS MAY 
BE OBTAINED AT ANY 
BRANCH 











Head Office: 


71 Lombard Street, London, 
E.C.3 







































